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September 19, 2005 

 
AGENDA ITEM 8b 
 
TO: MEMBERS OF THE INVESTMENT COMMITTEE 
 

 
 I. SUBJECT: Environmental Initiative on Utility Industry Transparency 
 
 II. PROGRAM: Global Equity 
 
 III. RECOMMENDATION: 1) Approve the Greenhouse Gas (GHG) Reporting 

Project in coordination with CalSTRS and the Carbon 
Disclosure Project (“CDP”) with the objective to improve 
transparency in the Electric Power/Utilities (“Utilities”) 
industry subject to successful negotiations of price and 
terms, and 

 
2) Approve writing letters to CalPERS’ Utilities portfolio 
companies to encourage cooperation with the GHG 
reporting project and consider other forms of disclosure 
in regard to GHG reporting, and 
 
3) Approve public recognition of companies that 
cooperate with the GHG reporting project. 

  
 IV. ANALYSIS: 
 
 Executive Summary 

 
As part of Initiative 3 of the Corporate Governance Environmental Strategy 
(Attachment 1) approved by the Investment Committee on February 14, 2005, 
staff has been directed to explore opportunities to improve GHG data 
transparency in the Utilities industry.  Staff has coordinated its efforts with 
CalSTRS and is recommending in this agenda item that CalPERS partner with  
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CalSTRS and CDP to improve data transparency in the Utilities industry.  The 
project’s estimated cost to CalPERS is $45,000.  Further staff is recommending 
writing letters to CalPERS’ portfolio companies in the Utilities industry to 
encourage disclosure of GHG data.  Finally staff is recommending public 
recognition of portfolio companies that cooperate with the GHG reporting project 
in the Utilities industry.   
 
Background  
 
On February 14, 2005, the Investment Committee approved the Corporate 
Governance Environmental Strategy consisting of four targeted initiatives.  The 
objective of the Strategy is to facilitate the improvement of disclosure on GHG 
emissions and timely reporting of environmental data in portfolio companies.  
Staff has made progress on each of the four initiatives and updated the 
Investment Committee on June 13, 2005 (Attachment 2). 
 
In a joint effort, CalPERS and CalSTRS staff have been exploring the viability 
and development of a GHG reporting project that focuses on improving 
adequate, accurate and timely data transparency within the Utilities industry.  
The objective of Initiative 3 is to identify improved reporting opportunities, 
develop a GHG reporting project, transition it to an external entity for 
implementation, and encourage support for it at our combined Utilities portfolio 
companies.   
 
After meeting, CalPERS and CalSTRS staff determined that an opportunity for 
improved reporting of GHG emissions does exist.  Therefore, staff began to focus 
on the development of a GHG reporting project.  Two options presented 
themselves during those discussions: staff could 1) develop a brand new project 
internally which would be resource intensive or 2) partner with a third party entity 
who has already had success with a similar project.  Because of the limited 
resources available at both CalPERS and CalSTRS, staff determined that 
partnering with a credible, globally-recognized third party entity would provide a 
greater opportunity for developing a successful project.  Staff also had 
preliminary discussions with prospective third party entities to whom the project 
could be transitioned for implementation.  Such third party entities included the 
California Climate Action Registry, CDP, Ceres, the Global Reporting Initiative 
(“GRI”), and the World Resources Institute (“WRI”).   
 
Staff is recommending at this time that the GHG reporting project be carried out 
with CDP.   CDP recently completed the third reporting cycle of its GHG reporting 
project allowing it to refine its process and continue gathering support from global 
investors. 
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Carbon Disclosure Project (CDP) 
 
CDP is a not-for-profit European based project attempting to improve 
environmental data transparency and timely disclosure.  Its mission is to inform 
investors of the significant risks and opportunities presented by climate change 
while informing publicly traded companies of shareowner concerns regarding the 
impact of carbon emissions on long-term company value. 
 
To support its mission, CDP uses a process that encourages investment firms, 
corporations, and other interested groups to be signatories on an annual 
information request to the Financial Times 500 (“FT500”) companies asking for 
investment-relevant data concerning carbon emissions.  CDP’s 2005 information 
request (CDP3) had a total of 155 signatories including CalPERS.  Becoming a 
signatory of the CDP in February 2005 fulfilled Initiative 1 of the Corporate 
Governance Environmental Strategy.    
 
CDP’s Proposal for the Utility Industry GHG Reporting Transparency 
 
CDP submitted a proposal based on our preliminary conversations.  Both 
CalPERS and CalSTRS staff reviewed CDP’s proposal and believe it meets our 
objective.  In its proposal, CDP proposes that CalPERS and CalSTRS develop 
questions specific to the Utilities sector that would be included in its CDP4 
information request.  CDP would assist staff in the development of the questions 
allowing us to benefit from CDP’s knowledge and experience.  Combining our 
Utilities GHG reporting project with the CDP4 information request would allow us 
to utilize CDP’s credible and globally-recognized process to gain greater 
acceptance of our project.       
 
Once the Utilities industry questions are developed, staff would transition the 
GHG reporting project to CDP for implementation.  As part of the implementation 
process, CDP would forward the CDP4 information request to 155 investors 
(signatories to the CDP3 information request) for comments and to encourage 
their continued support.  CDP would discuss any comments received from the 
signatories with us for possible inclusion in the CDP4 information request.  On 
February 1, 2006, CDP would mail the CDP4 information request to the FT 500 
companies along with a subset of Utilities companies that would include 
CalPERS and CalSTRS global Utilities portfolio companies.  It is anticipated that 
the CDP4 information request would have the support of the 155 signatories on 
the CDP3 information request giving our project greater credibility in the 
marketplace.   

 
After CDP mails the CDP4 information request, CalPERS and CalSTRS would 
send separate letters to our global Utilities portfolio companies encouraging them 
to support the CDP4 information request and consider responding to it.  In  
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addition, we would encourage them to consider other forms of disclosure such as 
joining the California Climate Action Registry and the Chicago Climate Exchange, 
issuing a sustainability report following GRI’s guidelines, as well as including the 
information in the company’s annual report and its website.  
 
All the company responses will be posted to CDP’s website and available to the 
public to download at no cost.  CalPERS will publicly recognize its portfolio 
companies that respond to the CDP4 information request on CalPERS’ website 
and will provide a link to CDP’s website.   
 
The estimated cost for the GHG reporting project should not exceed $90,000 of 
which CalPERS would pay half ($45,000), and the estimated cost is to cover 
CDP’s incremental expenses to the CDP4 information request only.  The 
proposal has been broken down into phases and the following table details the 
project’s timeline.   
 

Timeline Phase 
Draft Utilities Questions Prior to Oct 1, 2005 
Compile Utilities Company Sample 

Oct 1, 2005 to Oct 24, 2005 Solicit Comments from CDP3 Signatories 
Oct 25, 2005 to Oct 31, 2005 Review Comments (PERS/STRS/CDP) 

Nov 1, 2005 to Jan 31, 2006 Solicit Support from CDP3 Signatories  
Mail CDP4 Information Request Feb 1, 2006  
Mail CalPERS/CalSTRS Joint Letter to Portfolio Companies 

Feb 1, 2006 to June 30, 2006 Follow-up: Encourage Companies to Respond  
 
Recommendation 
 
Staff recommends partnering with CDP and CalSTRS on the GHG reporting 
project.  The partnership will allow CalPERS the opportunity to both use CDP’s 
credible reporting project and receive support from other like-minded institutional 
investors.  In addition to partnering with CDP and CalSTRS, staff recommends 
encouraging our Utilities portfolio companies in a separate letter from the CDP4 
information request to consider other forms of disclosure such as the California 
Climate Action Registry, the Chicago Climate Exchange or a GRI Sustainability 
Report.  Staff also recommends publicly recognizing the CalPERS’ portfolio 
companies that responded to the CDP4 information request on CalPERS’ 
website and providing a link to CDP’s website.   
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 V. STRATEGIC PLAN: 
 

This item is not a product of either the 2005-2006 Strategic or Annual Plan. 
 
 
 VI. RESULTS/COSTS: 
 

The total estimated cost of the GHG reporting project should not exceed $90,000 
of which CalPERS would pay half ($45,000).  

 
 
 

                                                                      __________________________________ 
 Kelly Forrest 
                                                                       Investment Officer, Corporate Governance 
 
 

                                                                      __________________________________ 
 Winston Hickox 
                                                                       Special Advisor, Environmental Initiatives 
 
 

                                                                      __________________________________ 
 William Sherwood-McGrew 
                                                                       Portfolio Manager, Corporate Governance 
 
 

                                                                      __________________________________ 
 Christianna Wood 
                                                                       Senior Investment Officer, Global Equity 
 
 
Mark Anson 
Chief Investment Officer 
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